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(2) Subparagraph (D) of section 501(c)(25) of the 1986 Code is
amended by striking out so much of such subparagraph as
precedes clause (i) and inserting in lieu thereof the following:
"(D) A corporation or trust shall in no event be treated as
described in subparagraph (A) unless such corporation or
trust permits its shareholders or beneficiaries—".
(3)(A) Paragraph (25) of section 501(c) of the 1986 Code is
amended by adding at the end thereof the following new
subparagraph:
"(E)(i) For purposes of this title—
"(I) a corporation which is a qualified subsidiary
shall not be treated as a separate corporation, and
"(II) all assets, liabilities, and items of income, deduc-
tion, and credit of a qualified subsidiary shall be
treated as assets, liabilities, and such items (as the case
may be) of the corporation or trust described in sub-
paragraph (A).
"(ii) For purposes of this subparagraph, the term 'quali-
fied subsidiary' means any corporation if, at all times
during the period such corporation was in existence, 100
percent of the stock of such corporation is held by the
corporation or trust described in subparagraph (A).
"(iii) For purposes of this subtitle, if any corporation
which was a qualified subsidiary ceases to meet the require-
ments of clause (ii), such corporation shall be treated as a
new corporation acquiring all of its assets (and assuming all
of its liabilities) immediately before such cessation from the
corporation or trust described in subparagraph (A) in ex-
change for its stock."
(B) Subparagraph (C) of section 501(cX25) of the 1986 Code is
amended^by inserting "or" at the end of clause (iii), by striking
out ", or" at the end of clause (iv) and inserting in lieu thereof a
period, and by striking out clause (v).
(4) Paragraph (25) of section 501(c) of the 1986 Code is
amended by adding at the end thereof the following new
subparagraph:
"(F) For purposes of subparagraph (A), the term Veal
property' includes any personal property which is leased
under, or in connection with, a lease of real property, but
only if the rent attributable to such personal property
(determined under the rules of section 856(dXD) for the
taxable year does not exceed 15 percent of the total rent for
the taxable year attributable to both the real and personal
property leased under, or in connection with, such lease."
(5)(A) Paragraph (9) of section 514(c) of the 1986 Code is
amended by adding at the end thereof the following new
subparagraph:
"(E) special rules for organizations described in sec-
tion 60KCX25).—
"(i) in general.—In computing under section 512 the
unrelated business taxable income of a disqualified
holder of an interest in an organization described in
section^ 5Ql(cX25), there shall be taken into account—
"(I) as gross income derived from an unrelated
trade or business, such holder's pro rata share of
the items of income described in clause (ii)(I) of
such organization, and

